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Albert B. Fall and United States
Oil Policy in 1921: A Document
GERALD D. NASH

During the last decade Americans have become increasingly concerned
over trade restrictions placed upon them by foreign governments who
discriminated against them in favor of their own nationals. In the 1990s
the exclusionist policies of Japan are of greatest concern to the United
States and are certainly uppermost in the minds of many Americans.
Such discriminatory trade policies are not new, of course, but have
long been followed by many governments seeking to advance their
own particular commercial interests. One of the occasions in which
the United States faced a situation similar to that of 1990 arose in 1921,
just after the First World War. At that time Americans hoped to participate in extensive oil exploration activities within the British Empire
and in the Dutch East Indies (Indonesia). But they had a rude awakening as their recent allies, in the one case, the British, in the other,
the Dutch, rigorously excluded them from these areas-and reserved
all oil exploration rights exclusively for their own citizens. 1
Gerald D. Nash is Distinguished Professor in the University of New Mexico. Author
of numerous books and essays, he is a nationally recognized expert on the modem
American West.
1. Gerald D. Nash, United States Oil Policy, 1890-1964: Business and Government in
Twentieth Century America (Pittsburgh, Pennsylvania: University of Pittsburgh Press, 1968),
49-71.
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Albert B. Fall. Photograph courtesy of the Center for Southwest Research,
General Library, University of New Mexico.

This situation posed a real dilemma for American policymakers in
the new Harding administration that assumed office in 1921. Secretary
of State Charles Evans Hughes, of course, was in the center of the
controversy, but some of his cabinet colleagues were drawn in as well.
Among these was Secretary of the Interior Albert B. Fall of New Mexico,
who as a United States Senator during the preceding decade had been
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actively involved with American businessmen who were exploring for
oil in Mexico. Fall urged a policy of direct retaliation against British
and Dutch citizens who applied for oil concessions in the United States.
It was within his powers as Secretary of the Interior to deny applications for leases by foreign nationals. Beyond such tough policies, however, Fall hoped that eventually his stand would facilitate the
administration's "open door" policy to allow the entry of United States
oil interests overseas.
In a lengthy memo to Secretary of State Hughes on July 21, 1921,
Fall outlined some of his thoughts on global oil policies. The excerpts
from his communication noted below reflect his grasp of the larger
issues and the global orientation of his thinking. 2
The significance of this memo is twofold. First, it reflects this global
awareness on the part of Fall. Although a crass pragmatist who always
stood ready to help American businessmen-especially his New Mexican constituents--secure oil concessions in Mexico, the memo reflects
his grasp of the contemporary oil situation in the world. Secondly, the
communication provides context for Fall's role in the Teapot Dome
scandals that surfaced two years later. One can see that Fall's desire
to give preference to American businessmen seeking oil concessions
such as Harry F. Sinclair and Edward L. Doheny should be considered
not merely as isolated incidents, as they were viewed by contemporaries and later historians. 3 Rather, they were part of his broader policy
to give preference to Americans who had confronted discrimination
abroad. Fall's actions in granting U.S. oil leases at Teapot Dome and
Elk Hills were not merely the actions of a poorlyinformed public official
of dubious integrity from a remote part of the United States. Instead,
these were actions--however misguided and flawed in judgment-of
a cabinet member who had devoted more than a decade of thought to
issues of oil policy on a global, national, regional, and state context,
and who had well developed views on some of the larger issues of
national public policies concerning energy.
2. The memo is in Senate Document Number 97, Sixty-eighth Congress, First session
(Washington, D.C.: Government Printing Office, 1922), pp. 1-24.
3. J. Leonard Bates, The Origins of Teapot Dome: Progressives, Parties, and Petroleum,
1909-1921 (Urbana: University of Illinois Press, 1963) conveys the standard view of Albert
B. Fall as an uninformed, corrupt Westerner. This aspect of Fall's career is left untouched
by David H. Stratton, "Behind Teapot Dome: Some Personal Insights," Business History
Review 31 (Winter 1957), 385-402, and David H. Stratton, "Two Western Senators and
Teapot Dome: Thomas J. Walsh and Albert B. Fall," Pacific Northwest Quarterly 65 (April
1974), 57-65. Stratton wrote a doctoral dissertation on aspects of Fall's public career in
1955 at the University of Colorado.
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The memo reads as follows:
My delay in answering the note of April 20, handed me by you,
is dueFirst. To the fact that press of official business has afforded me
little time to answer this communication.
Second. That in order that I might answer same specifically, I
thought it necessary, or best, to secure from both British and Dutch
sources corroborative evidence as to some of the statements made by
myself in the letter to Senator Lodge....
I presume the British Ambassador understands that under the laws
of the United States, it is the duty of the Secretary of the Interior to
pass upon and approve or reject applications for leases upon the public
lands of the United States as well as upon the Indian lands within the
United States.
By a proviso to the first section of the Act of Congress of February
25, 1920, it is providedThat citizens of another country, the laws, customs, or regulations of which
deny similar or like privileges to citizens or corporations of this country, shall not
by stock ownership, stockholding, or stock control, own any interest in any lease
acquired under the provisions of this act.

As I construe this provision, it becomes my duty to pass upon the
citizenship of an individual, or a corporation, applying for such lease,
and then, should I find that citizens of another country are the applicant
for such lease, to ascertain, to my own satisfaction, as a matter of fact,
whether such country, of which they are citizens, deny similar or like
privileges to citizens or corporations of this country.
Of course I recognize the fact that the Ambassador of Great Britain
speaks for his Government in denying, for that Government national
or governmental ownership of the "Aguila" Oil Company, of Mexico,
and I therefore accept his statement that, at the date of his note, that
is, April 20, 1921, as he says on page ten of his letter, "The British
Government have no such interest."
Accepting this statement, as of course I most cheerfully and respectfully do accept it, if it was intended to apply also to the condition
of affairs existing at the time referred to in my letter to Senator Lodge,
concerning the action of the "Aguila" Company in abandoning its
American associates and avowedly declining further to avail itself of
the protest made by the British Government against Mexican confiscatoryacts, then I must confess my error in charging British National
ownership of the "Aguila" Company, at that particular time.
I may say in passing that while my words might bear such construction, I did not mean to convey the idea that even were the facts
not as stated by the British Ambassador, the same British officials who
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had made the protest, also directed the policy of the "Aguila" Company
in ignoring the same and abandoning its former position.
With very great respect to the British ambassador, in admitting
most freely and sincerely that I accept his official statement as representing that of his Government, with reference to governmental ownership of either the "Dutch-Shell," of the "Aguila," or the "Royal DutchShell" combine, I must, at the same time, under my duty as I conceive
it, ascertain for myself, as a matter of fact, the actual financial ownership, or control, or direction of any company or citizen of a foreign
country applying for rights or privileges upon the public domain of
this country. I shall, therefore reply at some length to the Ambassador's
letter and the statements contained therein.
First. The British Ambassador objects to the statement contained
in my letter to Senator Lodge, which is as follows:
Realizing this, Great Britain, the nation, has within the last two years
particularly, followed a policy which she had adopted in many of her provinces
many years ago; that is, of excluding Americans from, or placing heavy burdens
upon, such Americans or other foreigners in any British oil field.

He comments thatThis statement appears to me to be misleading.

He then states that, first, the restriction as to the exploitation of
oil bearing lands by foreigners or foreign companies in the "United
Kingdom itself," which was in force during the war, has long since
been withdrawn.
And that, second, in Canada, the regulations "generally speaking"
require simply that "operating companies shall be registered or licensed
in Canada," etc.
And that, third, since 1883, prospecting or mining leases in India
have been granted only to British Companies, "but the production of
petroleum in that country is only about 1,200,000 tons per annum."
And that, fourth, in Trinidad there is no restriction in the case of
private lands; that Lessees of Crown lands must be British subjects or
British controlled companies; that exception has been made in the case
of a particular American Company which has been permitted to lease
certain Crown lands in that Colony.
And, fifth, that similar regulations apply in Jamaica, Barbadoes,
Sarawak, Brunei, Somaliland, British North Borneo, and Egypt, in all
of which countries prospecting operations have been, or are being,
carried on.
The Ambassador's conclusion, from the above statements, appears
to be that his case is proven as to his claim that I was in error in my
statement with reference to the policy of Great Britain "of excluding
Americans from, or placing heavy burdens upon, such Americans or
other foreigners in any British oil field."
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I submit, upon the contrary, that the Ambassador's statement
alone, sustains that which he objects to as quoted from my letter to
Senator Lodge.
Of course it is no answer to the charge, that India excludes American Companies since 1883, to state that the oil production of India last
year was simply a little over a million and a quarter tons (seven to
eight million barrels); nor is it, in my judgement, any more conclusive
than the statement that Canada only produced in the same period,
approximately thirty-four thousand tons (approximately two hundred
and twenty-seven thousand barrels).
Finally the Ambassador refers to the case of the American Company which is allowed to operate in Trinidad, and makes the statement
that there is no restriction in the case of private lands.
The "excepted" American Company, I presume, is the "General
Asphalt Company," of Philadelphia, which, through a British subsidiary operating the "Pitch Lake," was established in Trinidad prior to
1912 and had secured rights to twenty-five hundred acres there about
1909.
I might state that they have been refused any additional area.
As to the private lands where the British Ambassador appears to
think there is no restriction, it may be said that prior to 1902 the surface
ownership carried and subsoil (oil) products.
In 1912, it was provided in Trinidad as to these private lands, that
any grant of oil rights by a landlord was void except with the special
approval of the government, which approval "would be granted only
in the case of British Companies undertaking all the obligations of
nationality required by the government lease. As a general measure
the sale by British subjects to a foreigner of any oil shares was prohibited."
Under the present rule in Trinidad-The lessees of Crown lands
or alienated lands shall at all times be and remain British subjects or
a British Company registered in Great Britain, or a British colony, and
having its principal place of business within His Majesty's Dominions,
the Chairman and Managing Director (if any) and a majority of the
other directors of which shall at all times be British subjects and neither
the lessees nor the premises, liberties, powers and privileges hereby
granted and demised or any land occupied for any of the purposes of
this lease shall at any time be or become directly or indirectly controlled
or managed by foreigners or a foreigner, or any foreign corporation or
corporations.
As to the United Kingdom, the Ambassador is correct in stating
that the regulation (No. 30 BB) under the "Defence of the Realm Act,"
is not now in force. It was, as a matter of fact, canceled on October
13, 1920.
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AS TO CANADA
Prior to March 1st, 1920, any companies operating were required
to be British with a majority of British subjects on their directorates.
On that date an amendment came into force regarding Manitoba, Saskatchewan, Alberta, and the railway belt of British Columbia, merely
requiring that any company acquiring a lease by assignment or otherwise shall be a company registered or licensed in Canada, and having
its principal place of business within His Majesty's Dominions.
(Note the coincidence; the date of our Oil Lease Act being February
25, 1920.)
INDIA
In India the transferring by any person other than a British subject
of oil or minerals was prohibited during the war and for six months
thereafter, but restrictions with reference to Crown lands is and was
not temporary and a mining permit or license on private lands was
and is subject to "approval" and in certain districts American Companies have, since 1883, been excluded even by name.
AUSTRALIA
In Australia the several States have their own regulations, but war
legislation placed restrictions upon foreigners which have been maintained and it appears to be the policy of the several States to make
such restrictions perpetual.
NEW SOUTH WALES
In New South Wales foreigners are excluded and prospecting permits, or licenses, are only granted to persons or companies of British
origin.
This is the policy in New South Wales, generally speaking. While
there is no general limitation under local legislation, the Commonwealth War Precautions (Mining) Regulations, still in force, provide,
however, that no mining lease for a term exceeding five years may be
granted to any person other than a natural-born British subject, except
with the consent of the Commonwealth Attorney General.
A bill is under consideration there which provides for the-Exclusion offoreigners and the granting of prospecting licenses for petroleum
or mineral oils to persons or companies of British origin only.
The existing right of preemption of all oil for the use of His Majesty's Aus.tralian Navy (at present restricted to Crown land) to be extended to private lands.

BRITISH HONDURAS
In British Honduras, onthe North American Continent, in Centrai
America, lying just East of the supposedly rich Guatemalan oil fields,
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no permits are being granted to foreigners, while it is "proposed to
include nationality restrictions similar to those in force in Trinidad and
British Guiana."
KENYA COLONY
Regulations are in force similar to those in Trinidad and British
Guiana.
BRUNEI
While no nationality restrictions are in force the officials may impose upon any lessee, from time to time, such restrictions and conditions as shall appear "necessary or desirable for the purpose of securing
an adequate supply of fuel oil for ships of His British Majesty's Admiralty, and for the purpose of securing the refinement in the State or
in British territory of all oil which may be won."
SOMALlLAND
Where any license is applied for lry a person who is not a British subject, the
Governor may require the applicant to give security lry bond or deposit and impose
special conditions as he thinks fit, or may in his discretion refuse to grant any
license to such person.
'

The foregoing memorandum is offered as throwing further light
upon the facts and, in connection with the statements of the British
Ambassador, are thought to substantiate my former statement concerning burdens and restrictions placed by the British Government (or
its Dominions or Provinces) upon Americans who attempt to prospect
for or produce oil therein. . . .
In th~ latter part of 1920, the American representative of the "Mexican Eagle" (Cowdray or "Aguila") Company, and subsidiaries, which
company and subsidiaries had theretofore been acquired by the "Royal
Dutch-Shell" combine, notifed the other members of the Oil Producers
Association (American) that it was the intention of the "Aguila" interests, under orders from the London office, no longer to cooperate with
the American Association in the attitude and position of the latter
toward the Mexican decrees or orders, but that, upon the contrary, it
was the intention of the "Aguila" to conform to such decrees and secure
property rights in that way.
A delegation of representatives of the American owned oil companies operating in Mexico came immediately to the City of Washington
and interviewed among others myself, then a Senator of the United
States, and Chairman of the Subcommittee on Mexican Affairs of the
Foreign Relations Committee of the United States Senate.
The matter of approaching the British Ambassador to ascertain
whether the attitude of his Government, as expressed in the note of
Mr. Cummings, of August 13, 1918, to the Mexican Government, had
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changed, and if not whether he was informed as to the proposed action
of the "Aguila" Company.
The writer is unable to state whether the British Ambassador was
consulted at this time; but is able to state that he himself took the
matter up with representatives of the British "Aguila" Company, who
readily admitted that they had served the notice referred to on the
American Companies and under orders from the London office had
contemplated or intended conforming to the confiscatory decrees of
the Mexican Government.
An interview was then arranged by one of the British subjects
interested in "Aguila" Company stock, to be had in Washington, between myself and the British representative, or Manager of the "Aguila"
Company, Mr. Body.
For various reasons this meE;ting did not take place until after the
writer resigned from the United States Senate and accepted the present
Portfolio.
The interview did take place however, shortly after such time, in
the presence of Mr. Ryder and of a British subject in the United States.
: The writer then explained, as he had theretofore explained, his
very great desire to see American and British companies work together
and that it was his purpose, in so far as possible, to assist in avoiding
any difficulties between such companies, which might lead to serious
complications or difficulties between· the respective Governments of
the United States and Great Britain.
The representatives of the "Aguila" Company very readily admitted that complications might arise and agreed that the "Aguila"
Company/s proposed policy should be reversed and that it should stand
with the American Companies and under the protest of the British
Government filed by Mr. Cummings, as referred to.
The writer is very happy to state that he is informed that the
"Aguila" Company has since that time pursued such course....
I am impressed that upon reading the foregoing concerning the
"Aguila" incident and my connection therewith, which, of course, was
un~nown to the British Ambassador, that he will appreciate the fact
that my action and words with reference to possible conflicts between
Great Britain and the United States, or the citizens of the respective
countries, upon account of oil rivalries or national policies, or lack of
policies, with reference to oil production were not made or written
with the intent of creating any breach or friction, but upon the contrary
with the sole intent and purpose that by bringing the facts; as I understood them, to the attention of the proper parties and the public,
that present arid future threatened friction might be avoided.
Now, Mr. Secretary, let us turn for a moment to another source
which should be excellent authority upon the question of actual ownership.
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Oil producers of the world and, possibly, some foreign officers of
some foreigIl: nations, have noted with interest the recent telegrams
from The Hague, with reference to the "Djambi" oil fields in the Dutch
East Indies.
The question of exploitation of these Dutch oil reserves has been
up for consideration in the Netherlands Chamber of Deputies for some
time. It has been publicly stated that this Government has made inquiries and possible protests to the Dutch Government with reference
to certain proposed action of the Dutch Parliament in attempting to
exclude American capital from the "Djambi" oil fields.
Some reference has been made during this last few weeks to an
inquiry from Holland as to whether the Philippine Legislative Act
restricting oil development to American citizens or "Filipinos" had
become a law, the apparent purpose being to justify any Netherlands
act excluding American companies from the "Djambi."
I think it has been made perfectly clear by yourself, Mr. Secretary,
that the policy of the United States of America is to maintain within
its own bounds and those of its territories, the "open door" policy in
oil development, and I assume that the Netherlands Government was
satisfied before April 30, that this policy would be followed in the
Philippines or anywhere else where we have control.
The Secretary of the Interior of the United States is charged by law
to allow foreign citizens, or corporations, to acquire oil interests in the
public lands of the United States, only when the countries of which
these parties are citizens, shall grant like privileges to Americans.
The present Secretary of the Interior, as a United States Senator,
has, for years, fought for the "open door" policy and reciprocal rights
in oil fields. He made, as a Senator, a study of the world oil situation,
obtaining evidence from every source open to him.
As Secretary of the Interior he has access to information coming
from all the oil fields of the world, through his own Bureaus and
through other Departments of the Government, where such information involves other counties. Some portions of the same necessarily
can not be made public and can not be written here.
I remain, My dear Mr. Secretary,
Very respectfully yours'(Signed)
ALBERT B. FALL.
Hon. CHARLES EVANS HUGHES,
Secretary of State, Washington.

